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Sales . 

Income before provision for Federal Income Taxes 

Provision for Federal Income Taxes. 

Net Income. 

Per share of common stock.. 

Ratio to sales. 

Dividends paid: 

To holders of common stock. 

To holders of preferred stock. 

Depreciation and amortization. 

Working capital. 

Ratio of current assets to current liabilities. 

Equity of common stockholders. 

Shares outstanding, end-of-year. 

Per share equity . 

Number of supermarkets. 

Average annual sales per supermarket. 


114 

(53 weeks) 

. $ 480 , 305,705 
10 , 199,513 
4 , 461,723 
5 , 737,790 
2.02 
1.20% 

2 , 441,424 

75,105 

4 , 788,528 

34 , 233,714 

2.40 

47 , 807,082 

2 , 798,574 

17.08 

431 

1 , 074,580 


1963 

(52 weeks) 
$ 457 , 291,813 
10 , 072,577 
5 , 171,296 
4 , 901,281 
1.71 
1 . 07 % 

2 , 227,312 

133,781 

4 , 428,998 

34 , 184,190 

2.41 

44 , 432,407 

2 , 785,648 

15.95 

446 

1 , 037,712 


COLONIAL STORES 



We call It RED CARPEl SERVICE... 

OUR COVER theme is the Red Carpet, symbolic of the friendly, courteous 
atmosphere for which we strive in every Colonial supermarket. We call it 
Red Carpet Service. Of all the features that mark the Colonial operation, we 
look upon this as the most distinguishing. 























to our shareholders 

Sales in 1964 reached an all-time high of $480,305,705, 
an increase of 5% over the previous year. Earnings 
were up 18%. Our fiscal year in 1964 included 53 
weeks versus 52 weeks in 1963. 

Dividends on common stock were increased from 
20 to 22 y 2 cents a share in the third quarter and to 
25 cents in the fourth. The total cash payment for 
the year was 87^ cents per share compared with 80 
cents in 1963. The regular $2 per share was paid on 
4% preferred stock. Colonial has paid consecutive 
quarterly dividends since its formation in 1940. 

Comparative sales and earnings figures together with 
other pertinent financial data are shown on the opposite 
page and elsewhere in this report. 

These are highlights of our operations: 

STORES 

Our major concentration is on the development of 
new locations to capitalize on shifting areas of popula¬ 
tion. At the same time, we are not forgetting existing 
markets. Through new stores, enlarging and remodel¬ 
ing existing units and the closing of less productive 
older sites, we are consolidating our place in these 
markets with the objective of increasing both per store 
sales and earnings. 

IN 1964, 32 new supermarkets were opened. Five 
existing supermarkets were enlarged and 10 others 
underwent major remodeling. Our drug store develop¬ 
ment program continued with the addition of three 
new Galaxy Drug units. 

Under our program of weeding out older and less 
productive units with the objective of consolidating 
their sales in new or improved locations, 47 stores 
were closed, leaving a year-end total of 431 super¬ 
markets and six drug stores. Ten of the supermarkets 
are operated as food departments in large discount 
stores. 


FUTURE PLANS call for 35 new supermarkets and 
five additional drug stores in 1965. Ten existing stores 
will be enlarged and 37 others will receive a major 
remodeling. Again some older and less productive units 
will be closed. We are continuing to look at the dis¬ 
count store potential. 

PERSONNEl 

Training and development of our people continues 
to receive major emphasis. Our training program was 
strengthened substantially in 1964 with emphasis on 
middle management. To further implement our policy 
of promoting from within whenever possible, a detailed 
inventory of skills and capabilities was begun and 
special training instituted for employees who have the 
qualifications to assume greater responsibilities. Our 
objective is to create a reservoir of trained people 
ready for promotion whenever opportunities arise. 

At the close of the year. Colonial had approximately 
12,500 full- and part-time employees. 

Top management was strengthened in 1964 with 
election of three new corporate officers. They are 
J. R. Moon, vice president-operations; E. F. Boyce, 
vice president-personnel and employee relations, and 
J. T. Hudson, Jr., vice president-finance and treasurer. 
Mr. Moon moved up from the position of General 
Manager of our Jacksonville Division; Mr. Boyce came 
to Colonial from one of the national drug chains, and 
Mr. Hudson was formerly chief financial officer of the 
University of Pittsburgh and has extensive experience 
in the retail field. 

MERCHANDISINE 

Colonial places strong merchandising emphasis on 
National Brands. We think this is particularly impor¬ 
tant in a growth area where new families are attracted 
by known brands. Along with our National Brand 
emphasis, we are judiciously expanding and promoting 
our own private label lines. 
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A major innovation during 1964 was our chain-wide 
“Double-Your-Money-Back-Guarantee” on all meats. 
Under the guarantee, any customer who is not com¬ 
pletely satisfied may return the meat and get double 
his money back. The guarantee has been a marked 
success in promoting customer confidence in Colonial 
meats. 

FOOD MANUFACTURING 

Our food manufacturing and packaging operations 
continue to make a major contribution to our over¬ 
all profits. The Colonial line of manufactured foods 
was broadened during 1964 and further expansion is 
planned. 

Wholesale bakeries in Atlanta, Charlotte, Cincinnati 
and Norfolk serve all our stores with bread, cakes and 
other sweet goods. The almost completely automated 
bread production facilities in Norfolk which were 
opened in late 1963 have been highly successful. On 
premise pastry shops being piloted in Atlanta and 
Raleigh are growing in customer acceptance. 

Processing of salads and other delicatessen items 
is being consolidated in strategically located govern¬ 
ment inspected plants each designed to serve stores in 
two or more divisions. The newest of these plants is 


in Norfolk, Va. Another has been in operation in 
Columbia, S. C. for some time. 

A mayonnaise and salad dressing plant in Nashville, 
Tenn., and coffee, tea and dried foods packaging 
plants in Atlanta complete our manufacturing facilities. 

DISTRIBUTION 

The Colonial transportation fleet has been completely 
modernized over the past several years. New equip¬ 
ment, tailored to fit each specific job and designed to 
require a minimum of maintenance, has played a major 
role in improved efficiency of our distribution facilities. 
A fleet of 150 diesel tractors and 525 trailers services 
our stores from seven food distribution warehouses. 

IN SUMMARV 

The year 1964 was one of continued progress for 
Colonial, and we expect both sales and earnings to 
continue to move upward in 1965. 

Our progress would not have been possible without 
the faith, counsel and loyalty of our stockholders, our 
directors and our employees. We extend our apprecia¬ 
tion to them and to the more than two million cus¬ 
tomers who shop with us each week. 




Atlanta, Ga. 
March 1, 1965 


Chairman of the Board 


President 




statement of consolidated earnings 


Year ended January 2, 1965 (53 weeks) 
with comparative figures for year ended December 28, 1963 (52 weeks) 



Net Sales. 

Cost of Sales, exclusive of items listed below . . 

Selling, General and Administrative Expenses, 
exclusive of items listed below. 

Taxes (other than Federal income taxes) .... 

Repairs and Maintenance . 

Depreciation. 

Operating Profit. 

Other Income (Net)—Gains and Loss on Disposal 
of Equipment, Interest and Sundry Receipts . 


Interest Expense on Long-term Debt. 

Profit Before Federal Income Taxes 

and Investment Credit. 

Provision for Federal Income Taxes (Note 4): 
Current (Net of investment credit: 

1964, $469,194; 1963, $368,826). 

Deferred — through use of accelerated 
depreciation for tax purposes. 

Deferral (amortization) of Investment Credit 
Total Provision for Federal Income Taxes 
Net Earnings. 


Year Ended 

January 2 , December 28, 


1965 

$480,305,705 

377,715,631 

80,775,243 

4,422,111 

2,408,179 

4,788,528 

470,109,692 

10,196,013 

645,752 

10,841,765 

642,252 

10,199,513 

4,570,702 

21,000 
(129,979) 
4,461,723 
$ 5,737,790 


1963 * 

$457,291,813 

360,260,967 

75,778,596 

4,507.356 

2,261,233 

4,428,998 

447,237,150 

10,054,663 

707,378 

10,762,041 

689.464 

10,072,577 

4,765,570 

50,000 
355,726 
5,171,296 
$ 4.901,281 


*Certain amounts for 1963 have been reclassified to conform with classifications adopted in 196U. 
See accompanying notes to consolidated financial statements. 















































statement of consolid 

January 2, 1965 with comparativ 

assets 


Current assets: 

Cash . 

Certificates of deposit and short-term notes, at cost . . . 
Cost of properties under construction (to be sold 

under lease-back arrangements). 

Receivables, less allowance for doubtful items 

($27,688 and $49,584) . 

Inventories of merchandise, stated substantially 
at the lower of cost (first-in, first-out) or 

replacement market . 

Inventories of supplies, at cost. 

Prepaid and deferred expenses. 

Total current assets. 

Sinking funds for retirement of cumulative preferred 

stock (Note 1). 

Investments and sundry assets, at cost. 

Property and equipment, at cost: 

Land and buildings. 

Fixtures and equipment. 

Transportation equipment . 

Improvements to leased premises. 

Construction in progress .. 


Less allowance for depreciation. 

Net property and equipment 
Unamortized long-term debt expenses. 


See accompanying notes to consolidated financial statements. 


January 2, 

1965 

$ 9,694,317 
9,144,164 

185,310 

2,063,484 


35,080,254 

734,303 

1,762,618 

58,664,450 


11,919 

382,257 

5,327,238 

47,593,545 

6,841,962 

7,083,987 

111,494 

66,958,226 

31,329,657 

35,628,569 

128,792 


$94,815,987 


December 28, 

1963 

$12,226,591 

6,075,228 

162,249 

2,045,766 


35,973,427 

731,889 

1,268,877 

58,484,027 


8,853 

483,886 


4,376,136 

45,612,956 

6,468,679 

7,031,125 

636,910 

64,125,806 

31,463,934 

32,661,872 

150,392 




$91,789,030 
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ited financial position 

figures as of December 28, 1963 

liabilities and capital 



Current liabilities: 

Accounts payable and accrued expenses. 

Federal and State taxes on income (Note 4). 

Current portion of long-term debt. 

Total current liabilities . 

Long-term debt (exclusive of current portion): 

3%% and 3%% unsecured promissory notes, payable 
$650,000 annually 1966 to 1972 and $7,150,000 

in 1973 . 

4.90% sinking fund debentures, due May 1, 1977; 
$200,000 redeemable annually 1966 to 1976 
through sinking fund. 

Total long-term debt (exclusive of 

current portion). 

Deferred Federal income taxes and investment credit (Note 4) 

Non-interest bearing unsecured one-year promissory notes, 

renewable annually at company option. 

Stockholders' equity: 

4% cumulative preferred stock of $50 par value per share 
(Note 1). Authorized and outstanding 37,200 and 

38,400 shares . 

Common stock of $2.50 par value per share (Notes 2 
and 3). Authorized 4,000,000 shares; outstanding 

2,806,942 and 2,790,055 shares. 

Capital in excess of par value of capital stock. 

Retained earnings (Note 5). 


Less common stock held in treasury (8,368 and 

4,407 shares), at cost. 

Total stockholders’ equity . . . 
Commitments and contingencies (Notes 6 and 7). 




January 2, 

December 28, 

1965 

1963 

$21,174,079 

2,406,657 

850,000 

$20,273,866 

3,175,971 

850,000 

24,430,736 

24,299,837 

11,700,000 

12,350,000 

3,400.000 

3,600,000 

15,100,000 

15,950,000 

3,345,235 

2,928,000 

2,272,934 

2,258,786 

1,860,000 

1,920,000 

7,017,335 

5,319,856 

35,657,483 

6,975,137 

5,100,381 

32,436,222 

49,854,694 

46,431,740 

187,612 

79,333 

49,667,082 

46,352,407 

$94,815,987 

$91,789,030 











































statement of consolidated capital in excess of par value of capital stock 

Year ended January 2, 1965 (53 weeks) with comparative figures for year ended December 28, 1963 (52 weeks) 


Year Ended 

January 2, December 28, 

1963 

$ 4,967,072 


(20,872) 


154,181 
$ 5,100,381 


Balance at beginning of year. 

Add (deduct): 

Net difference between cost and par value of 
cumulative preferred stock retired through 
sinking funds. 

Excess of consideration received over 
aggregate of par value of common stock 
and cost of common treasury stock issued 
to employees and officers (Notes 2 and 3) 
Balance at end of year. 


1965 

$ 5,100,381 


2,685 


216,790 
$ 5,319,856 


statement of consolidated retained earnings 

Year ended January 2, 1965 (53 weeks) with comparative figures for year ended December 28, 1963 (52 weeks) 


Year Ended 

January 2, December 28, 



1965 

1963 

Balance at beginning of year. 

$32,436,222 

$29,896,034 

Net earnings for the year. 

5,737,790 

4,901,281 


38,174,012 

34,797,315 

Dividends paid: 



Cumulative preferred stock: 



4% series ($2.00 per share). 

75,105 

77,674 

5% series ($2.68 per share in 1963). 

— 

56,107 

Common stock ($.875 and $.80 per share). 

2,441,424 

2,227,312 


2,516,529 

2,361,093 

R'llnnpp 'it pnH nf vpff r . . .♦•*•••••••• 

$35,657,483 

$32,436,222 




See accompanying notes to consolidated financial statements. 


6 


































notes to consolidated financial 


statements 


January 2 ,1965 



(1) PREFERRED STOCK: 

Preferred stock is redeemable at par value and accrued divi¬ 
dends, plus premiums of $1.00 a share if redemption is 
voluntary, or $.50 a share if redemption is for sinking fund 
purposes. Sinking fund requirements for 1965 aggregate 
about $48,000 in addition to amounts in sinking fund at 
January 2, 1965. 

(2) PROFIT SHARING DISTRIBUTIONS IN COMMON STOCK: 
In March, 1964, 10,169 shares of treasury common stock, 
having a market value of $190,770, were distributed to 
certain employees in partial discharge of the company’s profit 
sharing liability at December 28, 1963. 

(3) RESTRICTED OPTIONS TO PURCHASE COMMON STOCK: 
At January 2, 1965, options granted to certain officers and 
employees to purchase 61,833 shares of the company’s 
common stock were outstanding under three restricted stock 
option plans. These plans are summarized as follows: 






Market 





Option 

Price at 

Shares 

Plan 

Year 

Years 

Price 

Date Granted 

Under 

Year 

Granted 

Exercisable 

(Per Share) (Per Share) 

Option 

1955 

1955 

1957 to 1965 

$22.84* 

$24.04* 

9,720 

1960 

1960 

1961 to 1968 

14.75 

15.50 

20,000 

1961 

1961 

1962 to 1972 

19.50 

20.50 

16,686 

1961 

1962 

1963 to 1973 

16.00 1 
17.25 / 

16.50 \ 
18.00 / 

5,927 

1961 

1963 

1964 to 1974 

16.00 

16.50 

1,000 

1961 

1964 

1965 to 1969 

22.13 1 
24.50 / 

22.13 \ 
24.50 / 

8,500 


61,833 


‘Adjusted for stock dividends in 1956, 1958 and 1959. 


Changes in exercisable shares on option during 1964 were as 
follows: 

Year Granted 



1955 

1960 

1961 

1962 

1963 

Balance, 

December 28, 1963 

18,756 

9,000 

4,450 

937 

_ 

Changes during 1964: 

Options which became 

exercisable 

— 

5,000 

1,975 

786 

100 

Options exercised 

— 

(14,000) 

(1,314) 

(1,573) 

— 

Options cancelled 

(9,036) 

— 

(500) 

(150) 


Balance, January 2, 1965 

9,720 

— 

4,611 

— 

100 


(4) FEDERAL TAXES ON INCOME: 

Depreciation of fixtures, equipment and transportation equip¬ 
ment acquired new since 1954 has been recorded in the 
accounts by the straight-line method, whereas for federal 
income tax purposes, the company has used accelerated 


methods of depreciating these assets. The reductions in 
current federal income taxes resulting from this policy have 
been deferred, by charges to income and credits to deferred 
federal income taxes. Portions of these provisions will be 
restored to income in years when depreciation recorded in 
the accounts exceeds that allowable for tax purposes. 

Under the investment credit provisions of the Revenue Acts 
of 1962 and 1964, current federal income taxes have been 
reduced by $469,194, resulting from the acquisition in 1964 
of qualified property and equipment. The entire investment 
credit for 1964 has been included in income through a re¬ 
duction in the federal income tax provision. This policy 
represents a change from the prior years’ practice of defer¬ 
ring the investment credit and adding to earnings over the 
lives of the related property giving rise to the tax reductions. 
As a result of this change, net earnings for 1964 were 
increased by approximately $440,000. The company is con¬ 
tinuing the policy of amortizing the prior-year deferrals. The 
unamortized portion of 1962 and 1963 deferrals ($453,235) 
is combined with deferred federal income taxes in the 
accompanying statement of consolidated financial position. 

(5) EARNINGS RETAINED AND INVESTED IN THE 
BUSINESS: 

Pursuant to the indenture for the 4.90% sinking fund de¬ 
bentures, earnings retained and invested in the business at 
January 2, 1965, amounting to about $22,700,000, were not 
available for cash dividends on common stock. 

(6) RETIREMENT PLAN FOR EMPLOYEES: 

The company has in effect a non-contributory pension plan 
for the benefit of eligible employees. At January 2, 1965, all 
past and current service liabilities, determined on an actuar¬ 
ial basis, were fully funded by assets in a trust fund. In 1964, 
as in the prior year, no contribution or charge to operating 
expenses was made because the contribution requirements 
were offset by gains of the trust and by realized experience. 

(7) COMMITMENTS AND CONTINGENCIES: 

Leases extending beyond three years from January 2, 1965 
(395 in number) require an annual rental of approximately 
$8,050,000 plus, in some cases, real estate taxes and other 
expenses, or increased amounts based on percentages of 
sales. About 45% of such aggregate relates to 230 leases 
expiring within ten years and the remainder applies to 165 
leases expiring within from ten to twenty-five years. 
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accountants' report 


Peat, Marwick, Mitchell & Co. 

ACCOUNTANTS AND AUDITORS 
BANK OF GEORGIA BUILDING 
ATLANTA 3, GEORGIA 


The Stockholders and the Board of Directors 
Colonial Stores Incorporated : 

We have examined the statement of consolidated financial position of 
Colonial Stores Incorporated and subsidiaries as of January 2, 1965 and the 
related statements of consolidated earnings, capital in excess of par value 
of capital stock, and retained earnings for the fifty-three weeks then ended. 
Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary in the circum¬ 
stances. 

In our opinion, the accompanying statement of consolidated financial 
position, statement of consolidated earnings and other related statements 
described above present fairly the financial position of Colonial Stores In¬ 
corporated and subsidiaries at January 2, 1965 and the results of their 
operations for the fifty-three weeks then ended, in conformity with generally 
accepted accounting principles applied on a basis consistent with that of the 
preceding year, except for the change to an accepted alternative method of 
accounting for the investment credit, as described in Note 4 to the financial 
statements. 

Atlanta, Georgia 

February 1, 1965 


/ 'll? JoAM •* Co ■ 


count on 




Wherever the sign of the CS Rooster is displayed, people “Count On Colonial’ 1 
for quality foods, reasonable prices, community service. We are proud of this. 
We are proud, too, of the fact that thousands of farmers and food processors 
“Count On Colonial” for distribution of their products. Symbolic of the 
economic responsibility which Colonial has accepted was our selection in 1964, 
by the Governor of North Carolina, as the food chain which has done the most 
to promote food products grown and processed in that state. We are happy to 
display the Governor’s Trophy as tangible recognition of our desire to play a 
major role in the business, social and cultural life of every community in which 
we operate. 
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Colonial Stores Incorporated 

2251 North Sylvan Road, P. O. Box 4358, Atlanta 2, Georgia 


OFFICERS 


Carl J. Reith 
President 

L. B. Allen 
Vice President 

Stores Development and Properties 

E. F. Boyce 
Vice President 

Personnel and Employee Relations 


J. T. Hudson, Jr. 

Vice President 
Finance and Treasurer 

J. R. Moon 
Vice President 
Operations 

W. M. Robinson 
Vice President 
Merchandising 

E. W. Holland 
Controller 

J. B. Pollard 
Secretary 




♦Russell B. Stearns, Chairman 
President 

National Food Products Corp. 
Boston 

J. O. Chiles 
President 

Adams-Cates Company 
(Realtors) Atlanta 

J. Harry Dornheggen 
(Physician) 

Cincinnati 

♦Edward K. Dunn 
Partner 

Robert Garrett & Sons 
(Investment Bankers) 
Baltimore 


John M. Foster 
Partner 
Ropes & Gray 
Boston 


(Attorneys) 


James W. Moss 
Partner 

Preston, Moss & Co. 
(Investment Bankers) 
Boston 

♦A. J. Long 
Cincinnati 

Lucien E. Oliver 
Vice-President 
Sears, Roebuck and Co. 
Atlanta 

Hunter C. Phelan, Sr. 
Virginia Beach 



♦Carl J. Reith, President 
Atlanta 

♦Ellis D. Slater 
New York 

Mark Upson 
Director 

Greater Cincinnati Foundation 
Cincinnati 

John F. Wati ington, Jr. 

President 

Wachovia Bank and Trust Company 
Winston-Salem 

C. T. Williams, Jr. 

Vice-President 

C. T. Williams & Company 

(Investment Bankers) Baltimore 

♦Executive Committee 


DIVISION OFFICES 


Atlanta Division 

2251 North Sylvan Road 

P. O. Box 4358 

Atlanta 2, Georgia 

A. C. Parnell, Vice President 


Norfolk Division 

3616 Virginia Beach Boulevard 
P. O. Box 480 
Norfolk, Virginia 
E. B. Rowe, Vice President 

Columbia Division 
Shop Road 
P. O. Box 1113 
Columbia, South Carolina 
H. W. McCullough, Vice President 

Raleigh Division 

U. S. Highway 1 North 
P. O. Box 1190 
Raleigh, North Carolina 
C. M. Tuttle, Vice President 


Columbus Division 
1033 Brentnell Avenue 
P. O. Box 19176 
Columbus 19, Ohio 
H. P. DeLaGrange, Vice President 

Jacksonville Division 
5201 Beach Boulevard 
P. O. Box 719 
Jacksonville, Florida 
R. L. Belvin, General Manager 

Cincinnati Division 

266 West Mitchell Avenue 
P. O. Box 38 
Cincinnati 32, Ohio 
E. L. Withers, Vice President 


Transfer Agents for Stock 


Registrars for Stock 


Trustee for Debentures 


Bankers Trust Company 
New York, N. Y. 


Chemical Bank New York Trust Company First National City Bank 
New York, N. Y. New York, N. Y. 


Wachovia Bank and Trust Company 
Raleigh, North Carolina 


First-Citizens Bank & Trust Company 
Raleigh, North Carolina 






















